CIHM 
Microfiche 
Series 
(l\/lonographs) 


ICIVIH 

Collection  de 
microfiches 
(monographies) 


Can«dian  InstituM  for  Hbtorical  Microraproductioni  /  Institut  Canadian  da  microraproductions  hittoriqua 


Technical  and  Bibliographic  Notes  /  Notes  technique  et  bibliographiques 


The  Institute  has  attempted  to  obtain  the  best  original 
copy  available  for  filming.  Features  of  this  copy  which 
may  be  bibliographically  unique,  which  may  alter  any  of 
the  images  in  the  reproduction,  or  which  may 
significantly  change  the  usual  method  of  filming  are 
checked  below. 


D 


D 
D 


D 


Coloured  covers  / 
Couvertuie  de  couleur 


I     I     Coveis  damaged  / 

I — '     Couveiture  endommagto 

I     1     Coveis  restored  and/or  laminated  / 
' — '     Couveiture  le&tauite  et/ou  pellicul^e 

I     I     Cover  tMe  missing /Le  litre  de  couveiture  manque 

j     I     Coloured  maps/ Cartes  gtegraphiques  en  couleur 

I     I     Coloured  ink  (i.e.  other  than  blue  or  black)/ 

Encie  de  couleur  (i.e.  autre  que  bleue  ou  noire) 

□     Cokxjred  plates  and/or  lllustiatkins  / 
Planrhme  At/nit  illimtrofinne  an  rwiiojii 


Planches  et/ou  illustratk>ns  en  couleur 

Bound  with  other  material  / 
HeM  avec  dautres  documents 


Only  edition  available  / 
Seule  Mitkx)  disponible 

Tight  binding  may  cause  shadows  or  distoition 
along  Interior  margin  /  La  reliure  sertie  peut 
causer  de  I'ombre  ou  de  la  distoisbn  le  kxig  de 
la  maige  intirfeure. 

Blank  leaves  added  during  restoiatk)ns  may  appear 
within  the  text.  Whenever  possible,  these  have 
been  omitted  fiom  timing  /  II  se  peul  que  ceriainas 
pages  blanches  ajouttes  lors  dune  restauratkm 
apparalssent  dans  le  texle,  mais,  kirsque  cela  Malt 
possible,  ces  pages  n'ont  pas  M  flmtes. 


L'Institut  a  microfilm^  le  meilleur  examplaire  qu'il  lui  a 
6t6  possible  de  se  procurer.  Les  details  de  cet  exem- 
plaire  qui  soiit  peut-dtre  uniques  du  point  de  vue  blbli- 
ographique,  qui  peuvent  modifier  une  Image  reproduite, 
ou  qui  peuvent  exiger  une  modifications  dans  la  m6th- 
ode  normaie  de  filmage  sont  indiqu6s  ci-dessous. 

I     I     Cokuied  pages  /  Pages  de  couleur 

I     I     Pages  damaged/ Pages  endommagSes 

I     I      Pages  restored  andi'oi  laminated  / 
' — '      Pages  lestaurtes  et/ou  pellkail6es 

rrk    Pages  discoloured,  stained  or  foxed  / 
'^^      Pages  d«color6es,  tachet«es  ou  pk)utes 

I     I      Pages  detached/ Pages  d^ch«es 

rVI     ShowBiiough/ Transparence 

I     I     Quality  of  print  varies  / 

' — '     Quality  in^gale  de  I'lmpression 

I     I      Includes  supplementary  material  / 
' — '     Compiend  du  materiel  suppl^mentaiie 

I  I  Pages  wholly  or  partially  obscured  by  errata 
' — '  slips,  tissues,  etc.,  have  been  refllmed  to 
ensure  the  best  possible  image  /  Les  pages 
totalement  ou  partiellement  olracurcles  par  un 
feulllet  d'errata,  une  pelure,  etc.,  ont  iM  filmtos 
a  nouveau  de  fafon  k  obtenir  la  meilleure 
image  possible. 

I  I  Opposing  pages  with  varying  colouration  or 
' — '  discolouratlons  are  filmed  twice  to  ensure  the 
best  possible  Image  /  Les  pages  s'opposant 
ayant  des  colorations  variables  ou  des  dteol- 
orations  sont  film^es  deux  fols  afin  d'obtenir  la 
meilleur  Image  possible. 


D 


AddMonal  comments  / 
Commentairss  supplimentalfes: 


This  itiin  i*  ffilmad  st  ttw  rtduetion  ratio  dwcfctd  below/ 

Ct  docufiMKi  Ml  film*  au  uux  de  rMuetion  indiqui  ci-dma«. 

1DX  14X  IgX 


Z2X 


— ^—  i      wr-^^    — .^    '-—  ^^^  '        I    •^^^    ^^^    ^^^ 

7 


12X 


ttx 


Tha  copy  filmad  hara  haa  baan  raproduead  thanki 
to  tha  ganaroaity  of: 

National  Library  of  Canada 


L'axamplaira  lUmt  fut  raproduil  grtca  t  It 
Bibllotheque  natlonala  du  Canada 


Tha  imagat  appaaring  hara  ara  tha  baat  quality 
poMibIa  eonaidaring  tha  condition  and  lagibility 
of  tha  original  eopy  and  in  iiaoping  with  tha 
filming  eontfaet  apacificationa. 


Original  copio*  in  printad  papar  eovara  ara  filmod 
baginning  with  tfio  front  eovar  and  anding  on 
tha  laat  paga  with  a  printad  or  illuatratad  imp'ft- 
aion,  or  tha  back  covar  whan  appropriata.  Ail 
othar  original  copiaa  ara  filmad  baginning  on  tha 
firat  paga  with  a  printad  or  illuatratad  impraa- 
■ion,  and  anding  on  tha  laat  paga  with  a  printad 
or  illuatratad  impraaaion. 


Tha  laat  raeordad  frama  on  aach  microficha 
ahall  contain  tha  lymbol  "-^  (moaning  "CON- 
TINUED"), or  tha  symbol  V  (moaning  "END"), 
whiehavar  appliaa. 

Mapa,  plataa,  ehana,  ate,  may  ba  filmad  at 
diff arant  raduction  ratiea.  Thoaa  too  larga  to  bo 
antiraly  includad  in  ana  axpoaura  ara  filmad 
baginning  in  tha  uppar  laft  hand  comar,  iaft  to 
right  and  top  to  bottom,  aa  many  framaa  as 
raquirad.  Tha  fallowing  diagrama  illuatrata  tha 
mathod: 


Las  imagas  suivantas  ont  *t*  raproduitas  avac  Is 
plus  grand  soin.  compta  tanu  da  la  eondilion  at 
da  la  nattat*  da  I'aMmplaira  filmi,  at  an 
conformita  avac  laa  eonditiona  du  contrat  da 
filmaga. 

Laa  axamplalraa  origiiMux  dont  la  eouvanura  an 
papiar  aat  imprimta  sont  filmta  an  eomman«snt 
par  la  pramiar  plat  at  an  tarminant  soit  par  la 
darni*ra  paga  qui  comporta  una  amprainia 
d'impraaaion  ou  d'illustration.  soit  par  la  sacond 
plat,  salon  la  caa.  Tous  laa  autras  axamplairas 
originaux  sont  film*s  an  camman$ant  par  la 
pramiOra  paga  qui  comporta  una  amprainta 
d'impraaaion  ou  d'illuatration  at  an  tarminant  par 
la  darnitra  paga  qui  comporta  una  talla 
amprainta. 

Un  daa  aymbolaa  suivanta  apparaitra  sur  la 
darnitra  imag&  da  chaqua  microficha,  salon  la 
caa:  la  symbolo  — »  signifia  "A  8UIVRE",  la 
aymbola  ▼  aignifia  "FIN". 

Laa  cartaa,  planchaa.  ubiaaux.  ate.  pauvant  itra 
filmto  t  daa  taux  da  rMuction  diffOranis. 
Lorsqua  la  documant  aat  Irop  grand  pour  ttra 
raproduit  an  un  saul  ciich*.  il  ast  filma  t  partir 
da  I'angia  supiriaur  gaucha,  da  gaucha  t  droita, 
at  da  haut  an  baa.  an  pranant  la  nombra 
d'imagas  nOcaaaaira.  Las  diagrammas  suivants 
illuatrant  la  mMhoda. 


1  2  3 


1 

2 

3 

4 

5 

6 

»«C»OeOfY   lESOUITION   TBT  CHART 

(ANSI  ond  ISO  TEST  CHART  No.  2) 


1^ 

Mmm 

IS 

|2.2 

US 

lit 

!■■ 

|2-0 

1.8 


_J  APPLIED  IIVMGE    Inc 

^^^  1653   Eait    Main    Str«et 

S'.-S  Roch«ttr,   N«w  York        U609       'JSA 

"•as  (716)  482  -  0300  -  Phone 

^^  (716)  288  -  5989  -  Fgi. 


ECONOMICS 


LESSON  19 


SEDLEY  ANTHONY  CUDMORE.B.A.(0,„„) 


Lecturer  in  Econ. 


-mia,  Univer.ity  of  Toro 


■  It 


THE 


SHAW  CORRESPONDENCE  SCHOOL 

TORONTO. 


( 

i; 
a 

P 
n 
C 

in 
m 
ec 
fo 
an 
iu' 
tn 
thi 


ECONOMICS 

l^SSONXK. 

Public  Finance. 
Parti. 

i  I  thas  point,  «ay  M^'il'T'^^  J-^achcd 
Government  to  do  with  P„„  '  •  r*  ''««  »•»« 
ever,  he  will  thfnk  over  hi-       '"  "'  *'"'^- 

will  be  ready  to  admit  th«.  ^T'""*  '''"^-  h" 
.  „  ^  a  good  deal  to  do  w  h  th  "  »«^en"nont  has 
ng  systems,  with  grants  of  TanV5"^"".'*'"'>' «»d  bank- 
labour,  transportation  «„^  ^  *'"<'"'  the  Crown  with 
Socialism,  of  So  the  olf  """P"'-^  Problems  Urn  .J 
ful  in  the  sphere':*  tonom  ™'"B*t7"''^  "«  «»■?-!- 
Socialism  as  we  are  careftii  !.„  j"*  **'"  removed  from 
will  show  the  vast  influencetS'«  n'*'°"  "'  *•>«  «"bS 
the  economic  affairs  of  the  c£e„s"  Oovernmont  has  upon 

'ng  protection  to  the  life  „n^^  *°  *'"'  """imum  (afford- 
S'«t  domestic  or  foreii%"„"iPrr^*>'  "'  *''''  «'"^°™' 
public  works  as  are  torJr^Tf '  """^  ""«<'''*aking  such 
neeessary  to  the  communif^Hi'""  '"^ividuals  and  yet 
Canal),  yet  we  should  find  th;t  bv  itf'"?^'.*'"'  ^^n^^a 
ing  or  neglecting  to  perform  ?h  ^  ^^  ""'*'«'^  "*  perforrn- 
ment   would  exercise  an  In"'"  factions,  the  Gover  . 
economic  welfare  or  adversitv  ofTt«'    k""""""'    «^er  The 
for  instance,  life  anH  r,,!;!    /       '**  subjects.    In  Turkpv 
and  the  result* that  nTonf/  "''"/"'■  *^'"»  being  secure' 
«>vest  it  there,  wifh  th^LX  7"""  "P  ««P't«' ""  to 
transportation  service,  etc    of  tw  '"'"«'^1U'''»ce  that  the 
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which  once  supported  a  dense  population,  is  now  thinly 
settled  and  backward. 

The  Increaie  in  tba  Functions  of  Oovemment. 

Much  greater  is  the  influence  of  a  Government  which, 
like  most  modem  Governments,  considers  that  its  func- 
tions embrace,  besides  the  foregoing,  education  of  various 
kinds,  the  construction  of  great  public  works,  the  managc- 
nient  of  greh  public  services,  and  the  control  of  the  great 
nidustnes  of  the  country.  Such  a  Government  can,  by  an 
enlightened  and  progressive  po.  cy,  rapidly  increase  the 
production  of  wealth,  or  b^  a  mistaken  policy,  though  with 
the  best  intentions,  bring  the  country  to  the'voige  of  ruin. 

All  governments  require  for  the  proper  discharge  o} 
their  functions,  largo  sums  of  mone/  which  are  collected 
froi  the  inhabitants  of  the  country.  All  the  public 
revenue  is  collected  from  the  pockets  of  individuals  either 
in  return  for  some  special  service  performed  by  the  gov- 
ei'nment  (such  as  the  postal  service)  or  as  taxation.  The 
study  of  the  best  methods  of  its  collection  and  expendi- 
ture is  called  Public  Finance. 

Increase  of  Revenue  Necessary  to  Perform  Functions. 

Now  as  the  functions  of  the  State  in  almost  all  civilized 
countries  are  being  extended,  it  is  evident  that  the  cost 
of  supporting  the  State  must  be  increasing.  And  this  is 
what  we  find.  In  ten  or  fifteen  years  the  cost  of  central 
and  local  government  iu  the  United  Kingdom  has  doubled, 
partly  because  of  the  South  African  var  and  increased 
expenditures  for  defence,  but  principally  because  of  the 
lavish  expenditure  on  education,  municipal  tramways, 
waterworks,  lighting  and  on  the  housing  of  the  poorer 
classes.  So,  too,  the  ordinary  expenditure  of  the  Do- 
minion Government  has  increased  from  $42,975,000  in  1900 
to  $98,161,000  in  1912.  In  all  civilized  countries  the 
state  is  appropriating  an  increasing  part  of  the  indi- 
vidual's income. 

Now,  so  far  as  the  State  is  giving  increased  value  for 
this  increased  burden  on  the  individual,  the  increase  is  not 
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in  itself  an  evil     if  « h    a 

for  the  individual  better  and%h?^"™\'""-"''"  fu"ction« 
could  perform  them  ««;„♦!?  "''^^Pe'-  vhan  a  corporation 
•ncrease  of  State  f"nctU"  J'r"- °'  *'"'  P""*  oZoZ 
'^hole  question  of  muS„,'  ^5*'*'^*  Kood.  In  fact  the 
question  of  expediency  h^P«!H''"iPVi'«<'  ownership  i,' 
ownership  is  p^ublic"o^  private  t'!,!"'^"?'  "'""'■    Whether 

KtTrJr^df^T^^s^a^^^or^ 

PoetttRrS 

demand  not  only  a'^at-s  ^nn'"!'"'^,*'  ''  ™«y  logkally 
«=rv:ce  (i„  Canada  .v^;ry  manTeTw^''  *'?.  '"''  ««  ^or  i  « 
J  exceptions,  is  Hab le^to  be  ca"eH* '"  ^^  ""''  «"'  ^^th  a 
defence  of  the  country)  Bu?  fn  i  "?°"  *"  «<"-ve  in  the 
demands  upon  the  people  o?  a  coS"""  '''  ""'^  *hat  its 
the  amcunt  of  monty  which  thor-''  '"■\'-*'8"Iated  by 

Wdua,  a„c  StaL^rnoTv.^lfeST,'^*--  -''i- 
ate  his  expenditure  bv  hi»  ■„/„      wdr^dual  has  to  remi- 

.income  more  or  less  L  1       ""'=  ^""^  'St-'te  regulateX 

.ndividua,says:..rcXe«^^^^^^^^^^ 

Im.'  .  ^^^^  *°  ™«e  so  much  -i!'  .  -^^  f'"«"«e  Min- 
amount  and  kind  of  oxn^d^f;.,  tV^'  therefore,  the 
amount  and  kind  of  thT  -  ""^^  ^^  -■h  determines  th! 
«penditure.  "*  *'"'  '^•'^«'"'«.  ^e  shall  deal  fij^t  i 

Th««    *.      ^^P^ditnre-Defence. 

the.p/otSo?^  UsVferr?h^«^-%^«^-  ^-^th. 


■tt 
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considerable  body  of  armed  men,  and  if  the  nation  be  a 
maritime  one,  it  should  keep  up  also  a  navy  proportionate 
to  its  needs. 

This  is,  no  doubt,  th"  greatest  single  item  of  expendi- 
ture among  all  world  powers,  and  the  cost  of  preparation 
for  war,  m  these  days  of  inventions,  continues  to  increase 
with  startling  rapidity. 

nnn  n'n^^^''  *''*'  1^''"*''^  Kingdom  was  spending  about  $400,- 
000,000  per  annum  on  its  army  and  nnvy ;  the  military  and 
naval  expenditure  of  the  United  States  in  1913  was  $288  - 
0iJO,O00,  besides  $163,000,000  in  pensions— a  total  of  $453,- 
000,000.    (}ermany,  apart  from  the  extraordinary  levy  of 

fo?2'To'frL'!l,"^^'  "P*""*  $350,000,000,  and  Prance  in 
laid  $283,000,000  on  her  army  and  navy.  Russia,  Italy, 
Austria-Hungary  and  Japan  are  also  groaning  under  the 
burden  of  armaments.  Nor  in  spite  of  the  efforts  of 
statesmen  to  secure  a  limitation  of  armaments,  does  it 
appear  that  the  end  is  yet  reached. 

Canada  has  so  far  got  along  with  remarkably  little 
expenditure  in  this  direction— only  about  $16,000,000  at 
the  present  time.  She  has  probably  been  wise  in  •  jtrict- 
ing  her  military  expenditures  hitherto,  but  it  does  not 
seem  that  she  can  do  so  for  long.  The  enormous  increase 
in  military  expenditure  on  the  part  of  Japan  and  the 
United  States,  the  new  world-powers,  makes  it  necessary 
for  us  to  reconsider  our  position.  As  Great  Britain  can- 
not afford  to  keep  a  large  fleet  in  the  Pacific,  it  seems 
necessary  that  we  should  co-operate  with  Aust-alia  and 
New  Zealand,  which,  like  ourselves,  are  threatened  by 
the  advance  of  the  yellow  races,  to  maintain  a  squadron 
m  the  Pacific. 

In  respect  of  this  first  item  of  expense,  therefore,  it 
would  appear  that  Canada's  expenditure  for  defence  is 
altogether  inadequate,  when  we  consider  the  magnitude  of 
the  interests  and  the  rich  and  fertile  territories  which  she 
has  to  defend.  Thus  far,  at  least,  she  is  indebted  to  the 
Motherland  for  her  protection. 


ECrvoMlcs 

^^Jpr::ifi^^"^^^^i. ■ 

voir,     '^  "*'■'  ""fJ  thci-o  has  hnn^      ^   i:ivolv(.s  coiiHiVlor- 

who  are  presumnrf  .     '^  •  '?"•  ""X  eharifp.     thn  «  ^ 

dered  •  tho  ^tf^^^      *°  *"'"  havo  to  nav  ft  .P<''-noms 

ann,     Tk       •'""KP"  to  socurp  its  <.ni«,         .       '"Pre  were 

advantage  to  the  rich  over  the""^'^"*""  '^'^•"'  «"  ■^"'"  "1 
alone  ,t  is  objectionable     Iti.^"'"''  ""**  »"  this  account 

^nt  is  givenTVSr:?  iV''."  ^"netions  of  Gov»r„ 

'aisaerfei;:  LVom^tTof' t^^^'''  ^^'"'"d.    Many  of  thj 
''•f-nst  all  such  suTrvil^,3"r  S  ""*"'^  ~ 

an  intnngement  of  indi- 
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vidual  liberty.  Their  maxim  tras  Caveat  emptor,  "let  the 
purchaser  look  out  for  himself."  But  in  these  days  of 
imitations  and  adulterations,  when  it  is  possible  to  pro- 
duce artificially  food  stuffs  so  like  the  natural  foods  as  to 
deceive  any  average  individual,  is  it  reasonable  to  expect 
that  the  ordinary  man  shall  be  able  to  detect  these  frauds  t 
The  civilized  countries  of  the  present  day  have  generally 
agreed  to  answer  this  question  in  the  negative.  Modem 
public  opinion  demands  that  ignorant  or  unprincipled  pro- 
ducers shall  not  be  allowed  to  endanger  public  health  by 
the  sale  of  food  products — especially  meat  and  milk — 
which  are  unfit  for  human  consumption.  So  too  out  of 
regard  for  the  safety  of  its  citizens  the  State  insists  on 
reasonable  care  in  the  "operation  of  mines,  the  equipment 
of  factories  and  the  conduct  of  shipping.  Possibly  the 
work  of  factory  inspection  might  be  handed  over  to  the 
Trades  Unions,  but  in  such  a  case  it  is  unlikely  that  we 
should  have  uniform  administration  of  the  law,  which  is 
absolutely  essential. 

Expenditure— Poor  Belief. 

Poor  relief  is  in  most  countries  a  charge  on  the  public 
revenue.  Why  is  it  not  left  to  individual  charity  as  the 
laisser  faire  school  recommended,  instead  of  being  made  a 
compulsory  charge  on  the  public  purse  f  The  answer  is 
(1)  That  private  charity  is  tco  precarious  and  uncertain 
to  be  relied  on  for  long  periods  of  time;  (2)  That  indis- 
criminate giving  is  likely  to  relieve  the  most  persistent 
applicants  rather  than  the  mbrt  needy ;  (3)  That  private 
charity  means  a  heavy  burd(;n  on  the  more  generous- 
minded  and  no  burden  at  all  on  the  niggardly;  (4)  that 
under  our  present  penal  system  a  destitute  man  may  al- 
ways secure  the  means  of  living  by  committing  a  crime. 
To  deny  to  the  pauper  what  is  thus  guaranteed  to  the 
criminal  amounts  to  an  inducement  to  crime. 

The  objections  raised  to  State  relief  are  :(1)  that  to 
give  support  to  the  non- worker  is  communistic;  (2)  that 
State  relief  demoralizes  the  receivers  more  than  private 
charity;   (3)   that  all  relief  discourages  thrift.     These 
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arguments  have  jfr^f  f^,      ,.  ** 

;*.  for.,.,.,  ;S  *£.''"K,?r'*  '«  »"!«..<■ 

democracy,    it  i^ajr,  °  «>«  nse  of  the  modem  s^rit  Sf 
the  State  ought  to  provide  an  l/"'"^'"""*'^*'  nations  that 

state  education  is  dominant  m^  our  own  country  where 

l^dmT  ^"'^^'^  -X\Td"C7^'"  *'•'**  ^*«^»fl»- 

vidua!  character— that   «.!    •  ? •  .  ?  st'Ajng  to  the  in,?; 

iact  that  many  hold  this  ,,„•  *  ^  *"'•  '"  spite  of  tho 
opinion  is  certLnlyl  fa  ^T*/*  ^'''T'  ^^e  balance  Jf 
"•le  of  the  main  t^notio.JTth^ ^If^^^^-f^  '^^<"^tion  as 

in  -nVTo'utrfer^XrdeTr '  ^-  "^  religion  is  stil, 
expenditure,  but  the  So^t  n/  ^r"^''  "bject  of  pubUc 
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lish  the  Church  in  Wales.  In  our  own  country  we  may 
regard  the  tax  exemption  given  to  all  property  owned  by 
religious  denominations  as  a  species  of  establishment  of 
religion  in  general. 

Expenditure — Aiding  of  Industry. 

One  of  the  most  important  functions  of  government  is 
the  aiding  of  industry.  This  is  performed  in  many  ways: 
by  maintaining  a  monetary  system,  a  system  of  weights 
and  measures,  post  offices  and  telegraphs,  and  in  some 
countries  government  railways  and  steamship  lines,  and 
by  the  maintenance  of  a  consular  service.  A  more  debate- 
able  method  of  aiding  industry  is  by  paying  bounties  on 
domestic  production  or  levying  protective  import  duties 
on  commodities  brought  from  abroad.  Both  of  these, 
which  are  usually  conceived  to  be  temporary  in  their 
character,  we  have  already  .considered  under  the  subject 
of  "International  Trade." 

Expenditure — Extraordinary. 

We  have  now  dealt  with  all  the  ordinary  expenses  of 
Government.  But  we  know  that  any  Government  may  at 
any  moment  be  compelled  to  incur  extraordinary  expen- 
ditures, usually  for  the  defence  of  the  nation  against  its 
enemies.  There  have  been  no  more  peace-loving  or 
economical  governments  in  the  history  of  the  world  than 
that  of  the  younger  Pitt  before  1793,  or  that  of  Lord 
Aberdeen  in  1854,  when  Gladstone  was  Chancellor  of  the 
Exchequer.  But  even  these  governments  found  them- 
selves compelled  to  go  to  war  and  to  incur  enormous  ex- 
penses in  the  defence  of  their  country.  These  vast  ex- 
penditures cannot  be  raised  by  taxation  without  disor- 
ganizing the  whole  financial  system  of  the  country  and 
consequently  Finance  Ministers  generally  resort  to  loans 
for  the  purpose  of  carrying  on  war.  They  have  usually 
judged  it  expedient,  however,  as  did  Mr."  Gladstone,  to 
make  the  people  feel  the  cost  of  the  war  by  imposing 
heavy  war  taxes  at  the  time — a  measure  which  has  had  a 
very  good  influence  in  abating  the  jingoism  of  the  people, 
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S,i^  entire,,  c„.„,e.dab,e  fro.  a  «„a„eia.  point  oi 

Division  Of  Punctio^  Between  Central  and  Local 
Ud  tn  ih.  Oovemment.  ""^ 

-n  o^flltrtr'„"tt7„,S  '^:;"  r'"^  «^  '^^  ^''vi. 

mpnt.    All  public  exnl^Vf        *'^^'  *'"<'  th^  'oeal  Kovovn 

t  iB  in.po«fiblc  to  Iraw'a"  prVeL"  "^'^  ,""''  '"  '^i-'  «"d 
twecn  central  and  loc^  rll  aT  ""^  '''"fin'te  lino  be- 
provincial  and  municiDal^ovn'^"-"'"''-.  ^»'-  '"''*'»'«<■.  our 
supporting  the  sta"eS,,f  of  od",?'^-'"^"'''  *«'^'^  P«^t  i" 
ion  and  Provincial  Cabh  ^  s  hLe^rl"'";.'^"^'  °"'-  »»•"'"- 
cu  ture.    There  is  no  theoret.vlf  "^  Minister  of  Agri- 

point  of  view,  whv  all  t^!^"    '■''''^°"  from  a  finandal 
not  be  ruled  C  StawaT E'le "  "' P-^^'S 
from  Pans  and  Frederick  the  Gre«?  ^"■J"!'"'  «"  France 
affairs  of  a  Prussian  town  from  r'w-  '''^"''!^  ^'"'  minutest 
Anglo-Saxon  ideas  of^elfl'^'"',^"*"' Practice  our 
the  adoption  of  the  working  '""'"    ^'''''  '"•'''"'tod  i„ 
n?unit.y  shall  manage  Its  own  VV^^^  *'*"*  each  con" 
cisely  are  "local  affairs"  Hi,    ^u  ''^«'''«-     What  pre. 
mine  and  the  distinct  o„  is  usu^r*"*, '''?•'"'*  *"  de?er- 
arbitrary    rule.      For   "nl"!,"'*"^  "'«''•'  V  a  somewhat 
bridges  over  a  certaL  length  A-'V  'l"""'    """"'"'"itios 
by  the  county  and  shorter  oneThv".'!'  ""''  "laintained 
Canada  the  line  of  division  nf  ?     •'   *'l*'  townships.     In 
vincial  and  Dominion  GoTenfmCr'  ^''^'''^  °"'-  P'-o" 
cided  at  the  time  of  confedpl?* "      u"'***  Praeticallv  de- 

8.  from  a  financial  po^nt  of  v,W       """Y'^t'on  that  there 

turn  naturally  To    onsider  h'oTt"h''*"''*'  "'  ''''  St«t^  we 
meet  this  expenditure  oughf ":  Itll^r  "'"^''"■">-  *« 
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The  revenues  of  the  State  are  of  two  main  kinds:  (1) 
There  is  the  revenue  which  is  obtained  by  the  State  in  its 
various  functions  as  a  great  corporation  or  legal  "person" 
operating  under  the  ordinary  conditions  that  govern  indi- 
viduals and  companies;  ''2)  that  taken  by  the  sovereign 
from  the  subjects  by  taxation.  To  the  former  class  be- 
long the  rents  received  by  the  State  as  landlord,  the  in- 
terest on  its  investments,  and  the  earnings  of  its  great 
services  suc^  as  the  Post  Office.  In  the  second  class  have 
to  be  placed  all  taxes  of  whatever  kind. 

Classes  of  "Economic"  Kevenue. 

It  is  with  the  former  class — the  "economic"  receipts 
of  the  State — that  we  sjiall  be  concerned  in  this  lesson. 
These  may  be  divided  into  three  classes.  First,  we  all 
know  that  the  State  may  be  landlord  and  receive  a  rent 
from  its  tenants  for  the  use  of  land  or  of  other  natural 
resources.  Secondly,  the  State  may  be  a  Capitalist,  when, 
for  instance,  it  lends  funds  to  municipalities  or  to  cor- 
porations (as  in  the  Sault  Ste.  Marie  loan  of  $2,000,000) 
and  receives  interest  therefor.  Thirdly,  the  State  may  be 
an  Entrepreneur,  an  undertaker  of  industrial  enterprises, 
and  may  receive  a  profit  from  them  over  and  above  any 
rent  and  interest  charges.  The  State  operates  the  post 
office  in  practically  all  countries,  tHe  telegraph  and  tele- 
phone lines  in  Great  Britain  and  various  other  countries, 
and  the  railways  in  Prussia,  Australia,  Russia,  British 
India  and  other  countries.  We  will  consider  brieflv  these 
classes  of  "economic"  receipts. 

I.  The  State  as  Landlord. 

The  public  domain — the  ager  publious  of  the  Romans — 
was  throughout  ancient  and  mediaeval  times  regarded  as 
the  basis  of  public  income.  The  feudal  king  was  the 
greatest,  and  indeed  in  the  case  of  William  the  Conqueror, 
the  only  landowner  in  his  dominions.  All  men  held  their 
land  f re  a  him  on  condition  of  military  service  and  rents 
in  kind  or  in  money:  'enoe  land  rent  in  his  day  consti- 
tuted the  main  revenue  of  the  State.    In  time,  many  land- 
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owners  redeemed  their  land  t«^  u 
others  still  pay  t„e  tax  which  thoJ^'"''  "•  '"""P  "'»»! 
w  amount,  is  a  recognition  of  thl^^*'*  """^  insignificant 
of  the  and.  In  France  ?heSt«t!  f  "1^  "  Pai-t-ownership 
diced  in  extent  at  the  timl  nf  ♦  J*^'^'  ^«'*^  S'-eatly  re- 
and  the  other  German  4^t        ^""^  Revolution.    Prussia 

possess  considerKmoun?so'fs1«fr  T^  ««««'«  'tm 
ly  in  forest.  By  the  nractW  „/  ^*"t«.iand  which  is  large- 
derives  a  net  re'ven'ue^T^ll  000  KS  t''''^'  P™-^ 
000,000  per  annum  ''^''.""","00  and  Bavaria  of  $io . 

Ail^^rh^St^^^^^  Canada,  and 

attract  immigrants  is  to  allow  fU      """^  ''"*'*  ^"^^  *<> 
The  immigrant  coming  into  oT,r         "xf "*  *°  ^^e  land, 
only  $10  for  his  quarter-secL?     ""^  North-West,  pays 
not  cover  the  cosHf  gtrve  *  "^'  if  «»?«"nt  which  'woufd 
land  offices.    But  it  is  felt  tka?  thi  «t"^  '^''P'"^  «?«"  the 
duction  and  improvement  in  tL!,       *""2'"''  »'^«n  to  pro- 
f?e  whi^h  t^^  State  St  derive  fr^l"^  *"*'"*?  ""^  '^'^^'^nt- 
land  to  the  immigrant  «^^i.       •   "»  merely  leasing  the 
would  increase  wthth,  Zt  f  *""•«««  him  a  rent  which 
immigrant  who  becomes  t^^T'^'K^^  '^'  district    £ 
more  likely  to  be  a  permanent  and"v«f  f^  ^  '•«°*"  '« 
the  .ncome  derived  from  Wm  bv  ^he  ^f  ?•"  '^*^«»'  «nd 
taxes  18  likely  to  be  auit^^  ^    .   ^***^  «  the  form  of 

have  been  derived  in  ?he1ormTrenr  *'"'*  ""'<"'  ^-""'i 

nved  ffll^3*aSr?e1u?ir  ir  ^^'i*^  —  ^e- 
the  rent  received  for  the  use  of  ft  ^  ""■"  °*  *••«  income- 
visability  of  disposseLing  nriva  7„  ''^  suggested  the  ad- 
without  compensation  and  revertln/;"^';^'  '  *^*"-  ^"^  «•• 
tax.  But  such  a  project  if  Tt^^^  *'"•  "°»i^  <"•  iand 
result  in  a  widespread  feel  L„7?''  "^T'^d  out.  would 
tion  would  be  practicallv  ^L    '^^'^'^'^y-    Compensa- 

without  compenfation  would  Tad  to'  '"^^  «°°fi«eation 
also  Lesson  XI.)  ^*d  to  revolution.     (See 
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of  it  to  meet  extraordinary  expenses  only,  not  ordinary 
expenses,  which  should  be  met  from  current  taxation — a 
rule  which  in  Canada  is  more  honoured  in  the  breach 
than  in  the  observance.  Only  in  one  case,  that  of  forests, 
must  we  make  an  exception  to  this  rule.  The  individual 
farmer  does  not  love  the  forest.  He  can  hardly  hope  to 
reap  in  his  own  lifetime  the  benefits  of  creating  it,  and 
has  no  conception  of  the  important  natural  advantages 
which  accrue  to  a  country  that  preserves  its  forests. 
There  is  practically  a  consensus  of  competent  opinion  in 
favour  of  state  action  for  the  purpose  of  increasing  the 
areas  under  trees,  and  directly  administering  these  areas 
by  a  skilled  and  well- organized  staff. 

n.  The  State  as  Capitalist. 

The  business  of  banking  is  in  so  many  ways  connected 
with  the  State,  that  the  public  management  of  banks  ap- 
pears to  have  much  to  recommend  it.  The  ordinary 
method  has,  however,  been  that  of  granting  concessions  to 
privileged  companies  which  are  bound  to  afford  facilities 
to  the  State  in  return  for  the  advantages  which  they  en- 
joy. England,  Prance  and  Germany  adopt  this  policy, 
and  the  pure  "State-bank,"  where  the  capital  of  the 
undertaking  is  supplied  from  the  State  funds,  is  found 
only  in  Russia  and  Sweden.  The  Post  Office  Savings  Bank 
is  another  instance  of  State  a<'tion  along  this  line,  .'he 
chief  reason  for  its  establishment  is  that  it  affords  an 
absolute  security  to  innumerable  persons  of  the  poorer 
classes  who  would  otherwise  be  often  victimized  by  un- 
trustworthy institutions.  The  great  process  by  which 
Irish  land  is  at  the  present  time  being  transferred  from 
the  landlords  to  the  peasants  by  the  use  of  the  State's 
credit,  is  another  instance  of  the  State  af-ting  as  a  Capi- 
talist. 

The  great  advantage  which  is  derived  from  the  State's 
action  as  a  capitalist,  is  security ;  this  is  seen  in  the  ease 
of  the  Past  Office  Savings  Bank  and  the  Dominion  Gov- 
ernment Annuities.  The  great  disadvantage  is  that  State 
advances  to  individuals  are  likely  to  become  an  object  of 
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political  wire-Duliin.,  »„j        x  . 

«ay  be  favoured  XeexuenrJ^'^T^''^^'  «■•  <"«««e8 
stance  very  questionable  whetZr  tl    t*"  •■■?•    "  "  f*"-  '"- 
ever  be  called  upon  to  rcMv  to  ii,    «^"^''  Peasants  will 
adva,  .ed  them  to  pay  off^their  l«„^'.  ^^f*"  ""  *•>«  money 
n^ent  may  find  it  wor[h  Us  whTle  to  ir^f^u^"™^  »°^"n 
-or  part  of  them-i„  return  11*^*   ^'"•'  Payments 
which  such  action  would S  them  ■  %  P'?'"''''''   «»PPort 
this  particular  easp  ti,„  »""\*"em  m  Ireland.    While  in 
matter  of  gen^^aTpol  J^  SiV?r^"^''f  ^^^^  -  « 
stance  illustrates  the  danger  nfVKi'P^"'^'*"'-^'  this  in- 
action of  the  State  as  Cap!ta,ist  ?'"'"^'''  ""*"'">«««  in  the 

Thisi«     "V^'^^*'"  Entrepreneur. 

of  the  PrleCtlZl::,^:ll?'^'t  action  than  either 
and  works  a  numbe  of  1£'Z' -^^r^m^nt  owns 
wh|  in    1902  derived   ^S^rre^^urfro^rtt' 

ity  !?Szintir  s  Ir  r  r  ""^d  -*«  -tiv. 

ffone  in  for  manufacturins-  e/n„  •  T'*.  **"  countries  it  has 
>ng  of  the  articles  neStosun'f''-.  '^'  "■a-'u'actur! 
naval  needs.  This  is  defended  S  '^  "^^  "'""^'•y  and 
only  way  of  .marantee^  £  *  .' ^'•"""d  that  it  is  the 
elothin.  on  which  depend^th^livSTe  ^^Z^^'  "^ 

undertake' indUS  frdrslni''^^  ^  «*«*<'  should 
*Ono  ofthe  h^TTT" T"" "^^^jvate  owner- 
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8hip  as  being  more  economical  and  businesslike,  but  this 
genoral  principle  cannot  be  considered  as  in  itself  conclu- 
sive and  must  be  abandoned  when  it  is  shown  that  the 
interests  of  the  community  will  be  furthered  by  govern- 
mental action. 

In  what  industries  is  it  possible  that  the  interests  of 
the  community  might  be  furthered  by  government  action  t 
First,  in  the  case  of  those  industries  in  which  there  is  a 
natural  tendency  to  the  creation  of  monopoly ;  second,  in 
those  industries  which  deal  with  communication  and 
transportation. 

Mnnicipal  Operation  of  Public  Utilitiei. 

The  first  class  of  these  industries,  i.e.,  those  which  are 
likely  to  become  monopolies,  fall  mainly  wiihin  the  do-  ' 
main  of  local  rather  than  that  of  centrr  government. 
Perhaps  t>";  most  important  of  them  is  the  supply  of 
water,  which  has  of  late  years  tended  to  become  a  muni- 
cipal enterprise  throughout  the  civilized  world.  Only 
three  English  cities  still  have  privat  water  companies 
and  only  forty-four  out  of  one  hundred  and  thirty-five 
oitic-,  in  the  United  States.  Thie  public  ownership  of  light- 
ing plants  is  also  very  general  and  tends  every  year  to 
become  more  popular.  This  is  well  illustrated  by  the 
widespread  adoption  of  the  power  applied  by  the  Hydro- 
Electric  Commission  for  lighting  and  manufactures  in 
the  Province  of  Ontario. 

State  Operation  of  Post  OfBce,  Telegraphs  and  Telephones. 

The  second  group  of  industries — those  dealing  with 
communication  and  transportation — includes  the  best 
known  and  most  generally  accepted  of  all  State  employ- 
ments, the  Post  Office.  Even  Adam  Smith  regards  it  as 
an  exception  to  his  rule  of  the  inexpediency  of  State 
action  in  the  field  of  industrial  enterprise,  and  declares 
that  it  is  the  only  mercantile  project  which  has  been  suc- 
cessfully managed  by  every  form  of  government.  The 
general  principle  which  has  governed  its  operation  is  that 
of  supplying  the  means  of  communication  at  the  lowest 


■CONOMIC8 


IT 


pouible  rate  to  aIi  ♦!,«    •*• 

fingdom.  h::"eve";tera"Vi  *"•'  '*-^''-    -^"^  United 

and  Germany  of  ^10,000  JSS  from  fhT"""  "'  moOO.oSS 
Along  with  the  pobt^n„  „   *••*■' P"**  ffflees. 

and  telephone  industries  which  h"""  *^  ""'"d  t^'egraph 
?TJ^\  under  public  owne«S  ''%',,''«?,"•"?»«*•  '<">«  ^"c 
rat^twelve  words  for  silmTn?;  *  ''*'  ^"'"h  telegraph 
ish  Isle^has  not  proved  8uffln?«  »°/°^  P'''''^  >"  the  B^ 
vrry  efficient  service  but  puwl  *"'?*"''  *'"'  """t  <"  the 
tc  an  increase  of  the  chaLe     t^  T"'°"  «''«""'  opposed 

Th„       .  •  *****  °P«««on  of  EaUway,. 

which  \rgi;en^°rt"t„'"^^''f'  '"'^-  ^^is  head  and  that 
owne^hip  oV^ailw/ys"  T^  ^1^^.?^'  ^^tCtlhul 
Uniied  States  have  agreed  W„^'^'*'  Kingdom  and  the 
a  particular  form  of  iSrv  lfk"l'*''f  '""•^^y"  ««  merely 
dependent  for  their  icwiriviu"^'' «''iPPin»,  mining^ 
of  the  legislative  power  Th^!-^  °"  *he  direct  act 
Europe  have,  on  the  o7her  hand  r?."*'"-"*.«'  eo"ntries  of 
connection  between  the  StSl'„d"tT'"^.f  "  ™"*"^  «J«^er 
has  the  reversion  of  her  railwo  ""  railways.    France 

come  State  property  between  m«'  ""fl  °*  ^^ich  will  be! 

rnX^'^A'^  «^-Sder  vfn?a"ni''°=  ^^^'''^  •'^'' 
*75,000,000  thereby.    Austria  »I^  I    ""*  revenue  of  about 

surpluses  from  their  Governmpnt    "  •?'"  "'«»  '"eeive  large 

nayian  countries  too  have  ado  ^e'^'-^'^T-    '^^^  «««"<«- 

railways  with  indifferent  sueee?.,/  ^*''*''  ownership  of 

of  view.     The  experiment  int^^  r""*""  "  ""ancial  poi^t 

and*^'  *he  State^LwHershi^^ofrhe  ra-r''"''  '"^'^'-ests  us 
and  New  Zealand.  In  AuTtralil  tw  ''"^f^'"  '"  ^^tralia 
the  various  States  for  thrv^^l^-"  railway  returns  of 
a  surplus  of  receipts  over  workiS^"  ''""''  '«'  ^^lO-^ow 
which  constitutes  a  fair  iTteres^^rat?^?' 'r  "' ^^O.odo.OO^ 
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This  would  probably  cover  the  interest  on  the  capital  bor- 
rowed from  Great  Britain  for  building  and  equipping  the 
lines,  and  it  may  reasonably  be  expected,  that  the  growt'i 
of  population  will  in  future  largely  increase  the  railway 
receipts  in  all  these  colonies  without  proportionally  rais- 
ing the  working  expenses.  The  passenger  rates,  for  such 
a  new  country,  arc  exceedingly  low,  averaging  V/>  cents 
per  mile.  On  the  Victoria  lines  at  least  studenti^  are  car- 
ried in  and  out  from  the  Melbourne  University  free.  All 
■'hese  railroads  are  under  the  management  of  expert  com- 
missions. 

On  the  whole,  the  conclusion,  from  a  purely  financial 
point  of  view,  is  against  state  ownership  of  railways,  but 
so  many  considerations  bt  development  and  unity  of  man- 
agement and,  most  important  of  all,  of  public  service, 
come  into  the  question,  that  it  is  impossible  to  pronounce 
a  general  verdict  one  way  or  the  other.  One  thing,  how- 
ever, our  experience  with  the  Intercolonial  and  ihe  ex- 
ample of  Australia  hav  j  taught  us:  If  government  owner- 
ship is  to  be  a  success,  the  details  of  railroad  management 
must  be  left  in  the  liaiids  of  a  non-partisan  commission  of 
railway  experts. 

Honicipal  Street  Oars. 

What  the  railway  system  is  to  the  nation,  the  street 
railway  is  to  the  city  or  town,  and  it  is  quite  in  accord- 
ance with  the  general  trend  of  events  that  there  should  be 
an  attempt  to  municipalize  these  means  of  communication. 
A  largri  number  of  British  cities  own  their  street  railways, 
but  in  many  of  these  cases  the  lines  are  leased  to  com- 
panies. In  the  United  States  only  a  small  number  of  cities 
own  their  street  car  lines,  though  the  number  is  growing. 
In  Canada,  many  of  our  smaller  cities,  such  as  Guelph 
and  St.  Thomas,  own  their  street  cars,  but  the  experiment 
is  too  recent  to  warrant  any  very  definite  conclusions. 

Note. — ^The  student  must  bear  in  mind  that  public  own- 
ership tends  to  swell  the  revenues,  the  expenditure  and  the 
debt  of  the  state.    Therefore,  in  comparing  the  finances  of 
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duct.ons  from  th^  accoZn  of  th.f  ''"'  "«"''-««'-y  .1.'- 

">  a  comparison  ofTu"tral!a  nndr"'"'.  "''■'•''•  ^'^''"'P'''. 
Australia  is  over  *1  OOOmSiL  ,^''"''"'-  Tho  drbt  of 
^40,000.000,  b„  VurfiTl.  "'•  ""'■'' '"  ""2  was  only 
tho  difference  '""'^'»'"»  «  "-ailwayg  are  probably  worth 
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'  oTten"nfeS"  ll^fiS"  "'  *J"-%'"-'""-  ^"-t"- 
wh.vf  """^ '"''"  "^•' differ  from  him  and 

g    ,y.    ^  ^  '"'*''  '"  *'"'  P«st  Jrcneration? 
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clear  line  be.  ..-en  them?  •^''"  '*''«"•  « 
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8.  What  are  tKo  thrpo  claxHrK  of  Economic  Rpvonuef 
How  do  they  arise  f 

9.  What  do  you  think  of  Htate  ownership  of  land?  Where 
iH  it  moitt  approved,  and  why? 

10,  Write  a  note  on  "The  State  aH  Capita'  "  Ought  the 
WeHtern  ProvinceH  to  borro'  •  money  in  order  to  make 
'  iinH  to'farnierH  at  a  cheaper  rate  than  the  famiem 
uld  otherwise  have  to  pay  t 


11.  Wh 


yiiKi  uiiivi  mm'  iio*v  i*j  |ia^   1 

Wh;  are  all  nations  operating  the  post  ofBce  j,  s 
•rnment  department  T 


a  gov- 


12.  How  far  are  the  arguments  applied  to  the  post  of- 
fice applicable,  to  government  operation  of  railways 
and  municipal  operation  of  street  railways? 


